Recent empirical evidence, largely based on descriptive analyses, suggests that women's wages and employment are more likely to be affected by government austerity measures because women constitute a majority of the public-sector labor force. Employing panel data from the 2014 and 2015 Labour Force Survey as pre-and post-treatment periods, we provide an econometric assessment of the effects of a 10% public-sector wage cut in Serbia that was introduced at the beginning of 2015. Wage cuts mandated by austerity measures increased the likelihood that younger and older women workers would transition into unemployment and inactivity, while no such effect was identified for men. On the other hand, evidence of heterogeneous compliance with the wage cut across public subsectors. State-owned enterprises, a subsector dominated by men, exhibited lower compliance with wage cuts compared to the state-sector, which is dominated by women. The difference in compliance prevented wage cuts from having the positive effect they could have had on the gender wage gap.
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I. Introduction
While the literature in labor economics provides extensive evidence regarding the effects of minimum-wage interventions on labor-market outcomes, little evidence exists regarding the effects of austerity-related wage cuts in the public sector. These effects are particularly important in transitional countries in which vulnerable segments of the labor force, such as women, exhibit lower labor-market participation rates and wages.
We studied the effects of the wage cuts implemented by the Serbian government in late 2014, which were mainly focused on efficiency (Krstić & Žarkovic-Rakić, 2017) . Serbia is a transitional country characterized by stagnant economic growth rates (an average of less than 1% annually between 2012 and 2015) and a high unemployment rate (15.3% in 2016) . Even before wage cuts were introduced, Serbia was characterized by pervasive gender inequality, a high employment gap between men and women (about 15%), and a high gender wage gap of about 14% (Žarkovic-Rakić & Vladisavljevic, 2016) .
The international financial crisis and country-specific economic downturns motivated a series of fiscal-austerity measures across Europe with important implications for labor-market gender gaps (Addabbo et al., 2018) . In Italy, austerity measures were suspected as one of the major causes of the widening of the gender gap, to the detriment of women, in the labor force (Piazzalunga & Di Tommaso, 2018) . In Spain, meanwhile, the economic crisis and subsequent austerity measures seem to have increased the labor participation of women as a mechanism to cope with uncertainty (Addabbo, Rodríguez-Modroño & Gálvez-Muñoz, 2013) . A similar result was found by Cerutti (2000) in Argentina, where higher labor participation of women was triggered by government austerity measures. Unfortunately, the current body of research builds mostly on descriptive evidence, while quasi-experimental (econometric) evidence is rather scarce.
In the Serbian context, wage cuts may have had ambiguous effects on labor supply and wages. First, gender effects in response to austerity measures may have been heterogeneous, either by reducing labor supply through the movement of workers to an alternative labor status (e.g., migrating to the private sector, to self-employment, or to unemployment/inactivity) or by encouraging workers to remain in public-sector jobs as a risk-protection mechanism. Secondly, austerity measures may have been applied differently to working men than they were to working women, as was the case between the state sector and state-owned enterprises, leading to ambiguous effects on the wage gap between men and women. The main objective of our research, then, was to shed light on these areas through a quasi-experimental approach in which we estimated the gender-specific effects that wage cuts had on transitions outside the public sector. We also estimated the degree of compliance in the state sector and in state-owned enterprises and examined the consequences of differential compliance on the gender pay gap because these two subsectors are characterized by a higher proportion of women and of men, respectively.
Our econometric model exploited the Serbian Labour Force Survey panel and identified 2014 and 2015 as pre-treatment and post-treatment periods, respectively. Exposure to the treatment was measured at the individual level by the normative wage cuts established through the Serbian government's austerity measures. Public workers not affected by austerity measures were included in the empirical analysis as a control group, while private-sector workers and inactive/unemployed workers were included to control for potential sample-selection bias.
Our results suggest that the wage cuts mandated by austerity measures pushed younger and older women workers into unemployment and inactivity, respectively. We found no such effects for men. On the other hand, we found evidence of heterogeneous compliance across affected public subsectors: state-owned enterprises, a subsector dominated by men, seemed to exhibit lower compliance with the wage cuts and therefore suppressed the positive effects that austerity measures could have had on the gender wage gap.
The significant contribution of this paper is to the literature on the differential effects that austerity measures have on workers of different genders. We provide evidence based on the quasi-experimental approach described above. In that context: 1) the panel structure of our data allowed us to follow the same individuals over time, and 2) the inclusion of a wage-cut threshold allowed us to identify exogenous control and treated groups. From a policy perspective, our research shows the adverse effects of austerity policies that are drafted with efficiency in mind but without concern for equity.
II. Literature Review
When the economic crisis of 2008 hit most EU economies, governments responded with austerity programs, the largest of which were implemented in Greece, Hungary, Latvia, Ireland, Spain, and Portugal (Theodoropoulou & Watt, 2011) . Karamessini and Rubery (2013) argued that such austerity measures constituted an attack on gender equality in the Europe and USA:
"[A]usterity measures," they wrote, "undermine women's progress toward equality in paid work and economic independence and may provoke an ideological backlash favouring a return to traditional gender roles and backward-looking gender contracts." Here, we focus on the consequences of austerity measures, especially wage cuts, on gender differences in employment.
Austerity and Women's Employment
Austerity programs, among other measures, often include cuts (or freezes) 1 in publicsector wages and employment and a reduction in public services. According to Rubery (2015) , public-sector wage cuts were expected to have a higher impact on women's employment because women made up the majority of public-sector workers. These effects were projected to include a reduction in women in the work force (the result of diminishing incentives to work) and an increase in the wage gap between men and women.
On the other hand, reductions in public services, some of which had been used primarily to support programs designed to increase women's access to the labor market, were also frequent. For instance, the government of the United Kingdom reduced childcare tax credits from 80% to 70% (Annesley, 2014) whereas, in Greece, the reduction of state transfers to municipal budgets caused cuts to social-service staff and the shuttering of childcare facilities (Karamessini, 2014) . 2 These cuts led to further constraints on women in the labor force (Addabbo et al., 2015) and increased the demand for women's unpaid labor, as evidenced by growing gender gaps in unpaid home work (Addabbo et al., 2018) .
1
According to Rubery (2015) , seventeen European countries included a public-sector wage freeze in their austerity package; thirteen countries also applied a wage cut.
2 Similar cuts were applied in other European countries: Spain (Gonzales Gago & Segales Kirzner, 2014) , Italy (Addabbo et al. 2015) , Iceland (Thorsdottir, 2014) , and Ireland (Barry & Conroy, 2014) , among others.
Although childcare services were not targeted by austerity measures in Serbia, they had long been in short supply, and childcare facilities in particular (Ivić, Pešikan & Jankov, 2012) .
Serbia is one of the countries that rely heavily on informal care arrangements (grandparents, e.g.) (Žarkovic-Rakić & Vladisavljevic, 2016) . Contemporaneously with the cut in public wages, austerity measures included a pension cut. Months before the introduction of austerity measures, however, legislators had already begun to penalize early retirement and postpone the retirement age. Measures such as these seemed likely to reduce reliance on grandparent childcare and increase the burden on young women who cared for households.
The current literature suggests that the supply of women workers is constricted by austerity measures from two sides. First, women face wage cuts (or wage freezes) more frequently than men, lowering their incentive to work. On the other hand, cuts in public childcare services (which did not occur in Serbia) and the potential of lower reliance on informal childcare support (which did) added to the demand for women's labor at home, consequently increasing their reservation wage. Lower incentives for work and an increasing demand for home work both reduced the probability that women would continue to work in the face of austerity measures and therefore increased the likelihood that they would transition to another labor-market status.
As part of austerity measures in Serbia, the downsizing of the public-sector workforce was envisaged as a 5% cut each year for the three years subsequent to the introduction of the measures. This policy was not implemented, however, and anecdotal evidence and press coverage suggested that only individuals near retirement age had been urged to leave the public sector. This was especially the case for women near retirement age (60 years), although, by law, they had the right to retire at 65, similar to men. This effect, together with lower incentive to work as the result of wage cuts, may have increased their exit from the formal labor force altogether. Research also suggests that men have greater flexibility and mobility and may be more prone to look for better-paying private-sector jobs (Felfe, 2012; Bertrand, 2011) .
Evidence of the effects of post-2008 austerity measures on employment has largely been descriptive, anecdotal, or inconclusive. Addabbo et al (2015) found that the crisis and subsequent austerity narrowed gender gaps in employment and unemployment and in part-time and temporary work in Italy, Portugal, and Ireland. The authors, however, believed that this did not represent an improvement in gender equality but rather reflected the deterioration of men's position in the labor market (e.g., more low-quality jobs, part-time work, insecure temporary contracts, low wages, and unemployment). Similar results were found for Spain where the crisis narrowed the overall gender gap in employment by 1% (Gonzales Gago & Segales Kirzner, 2014) . Perivier (2016) , on the other hand, showed that the employment of women in Greece was affected more severely by austerity measures than was men's employment.
The Effects of Austerity Measures on the Gender Pay Gap
Rubery argued that public-sector wage cuts "[had] been introduced without reference to the impact on gender or to the longstanding commitment to close the gender pay gap" (2015, 734) . As mentioned previously, the higher share of women in the public sector means that their wages are affected more heavily by austerity measures. Furthermore, increasing demand for women's labor at home, due to reduction of the social services, could bring less flexibility for women in the workforce and reduce women's wage-bargaining power vis-à-vis the employer and increase the probability of discriminatory practices. Just as in studies of employment gaps, however, much of the literature on the effects of wage cuts (or freezes) on the wage gap between men and women presents only descriptive evidence, which indicates that unadjusted gender pay gaps are on the increase in a number of European countries (see, for example, Fulton, 2011, for Latvia; and EPSU, 2016 , for Portugal and Spain).
Perugini, Žarković-Rakić, and Vladisavljević (2018) used changes in the cyclically adjusted primary balance (CAPB) to estimate the effects of austerity measures on gender inequality in wages in the EU. Their results indicate that the cumulative change in countries' CAPB increased the wage gap between men and women and that the effect of cuts in expenditures tended to be larger than did the effects of tax hikes. They also showed that, as a consequence of austerity measures, women were less likely to be employed in better-paid sectors. The authors, were not, however, able to investigate the effects of wage cuts separately from those of expenditure cuts. Piazzalunga and Di Tommaso (2018) observed that the wage freeze implemented in Italy in early 2011 caused a discontinuity in the public-sector wage premium. They used this discontinuity in an attempt to isolate the so-called policy effect (Piazzalunga and Di Tommaso, 2018, 16) of the wage freeze, suggesting that the wage freeze increased the wage gap between women and men by 2%. They also indicated that the increase was the result not only of the greater number of women in the public sector but also of a sectorial effect: the large drop in wages in the education sector, where women were about 75% of employees.
Recent evidence for Serbia has suggested that, following the 2015 wage cut, the publicsector wage premium dropped more in the state sector than in state-owned enterprises (Vladisavljević & Nojković, 2018) . The lower compliance of state-owned enterprises (vs. the state sector) may be explained by their reduced fiscal discipline and inefficient spending, together with their access to revenues that can partially finance wages (IMF, 2015) . Because the state sector is dominated by women, while state-owned enterprises are dominated by men, women's wages could have been more heavily influenced by the wage cut.
Gender Gaps in Labor Market Outcomes in Serbia
One of the first papers that estimated the wage gap between men and women in Serbia 
III. Austerity Measures Introduced in Serbia in Late 2014
Serbia's fiscal deficit stood at 6.6% of GDP in 2014, the single largest in Europe. As a result, in January 2015, the government imposed a fiscal consolidation program (Republic of Serbia, 2014) . The main pillars of the program were cuts in wages in the public sector and in public pensions; at the time, pensions amounted to 13% of GDP (5% higher than the average in Central and Eastern European countries), and the cost of wages exceeded 10% of the GDP (2% higher than the CEE average). A plan was put in place to reduce the public-sector workforce by 5% each year in the three years following the fiscal-consolidation program, but that measure went largely unimplemented. Anecdotal evidence, however, suggests that the government instead urged people near retirement age to leave the public sector. In this paper we focus on the effects of the public-sector wage cut.
The public-sector wage cut, as defined by the Serbian government, implied a 10% reduction in public wages higher than 25,000 Serbian dinars (RSD). 3 Exemption of wages lower than 25,000 RSD was introduced in order to protect the lowest-paid public-sector workers from further reduction of their wages. For workers earning wages between 25,000 and 27,778 RSD, the cut was the difference between their 2014 wages and 25,000 RSD, as the cut of 10% would imply wages lower than 25,000 RSD. At the same time, the "solidarity tax" which was applied for public wages higher than 60,000 RSD during 2014 (Republic of Serbia, 2013) , ceased to exist.
Therefore the cut for wages above 60,000 RSD amounted to the difference between 10% of 2013 wages and the amount of the "solidarity tax". According to the fiscal consolidation program, salaries in the public sector were to be frozen until the beginning of 2018.
The same formula was applied to the entire public sector and to employees in stateowned enterprises; there was an important difference in the way the wage cut was applied, however. The law specified that the wage reduction for direct and indirect budget users and for organizations engaged in public administration, education, and health care would be direct and include a reduction in the net-wage base (Republic of Serbia, 2014) . On the other hand, there was no reduction in the net-wage base for state-owned enterprises; rather, wages were reduced by increasing the effective tax rate, equivalent to the introduction of an additional tax of 10% on net earnings (Arandarenko, Krstić & Žarković Rakić, 2017) . This measure meant that state-owned enterprises were obliged to pay into the central budget the amount of savings generated through cuts in wages every month. The anticipated effects on employee wages should therefore have been identical. Variable administration of the wage reduction between the state sector (budget users) and state-owned enterprises meant that wages in the former were reduced directly; conversely, they were lowered indirectly in the latter, which left more room for reduced compliance with the wage reduction.
IV. Data and Labor Market Trends in 2014 and 2015
To calculate descriptive statistics and perform econometric analyses, we used Labour Women's employment rate in both years was about fifteen percentage points lower than men's.
At the same time, women were, on average, employed in more secure jobs, with higher shares of wage employment, lower-level informal employment, and higher-employment in the public sector. Within the public sector, women were more likely to work in the state sector than in stateowned enterprises, 5 while men's participation in the state sector and in state-owned enterprises was approximately equal. Compared to 2014, the employment rate grew for both genders in 2015, mainly due to the increase in the number of employees in formal and informal 6 privatesector employment. The sample for each LFS wave consisted of rotating groups, each of which was representative of the whole population (SORS, 2015) and an independent subsample. Each subsample rotated based on the 2-2-2 system: Each was first introduced into the sample for two waves, was then removed from the sample for two waves, and was then returned to the sample. 7
Because the LFS is conducted quarterly, respondents included in the rotating groups were present in the same quarters of both years (for example in Q1 Table 2 shows an analysis of workers' transitions from the public sector, by gender and age, between 2014 and 2015. Among public-sector workers, men were slightly less likely to remain in public-sector jobs because they moved more frequently than did women to both the formal and the informal private sector (3.8% vs. 2.7%). Transfers to inactivity were equal (5.4%).
For both genders, the transition to inactivity was more pronounced for older workers. Workers who remained in the public sector faced a 10% wage cut if their wages were higher than 25,000 RSD. Figure 1 indicates that, in the public sector, women were more likely to receive wages that were 25,000 RSD or lower, while men were more frequently found both among those who earned between 25,000 and 35,000 RSD and those who earned 45,000 RSD or more. Bearing in mind that the wage cut was not applied to wages below 25,000 RSD, this wage structure indicates that higher proportion of women should have been exempted from austerity-related wage cuts. This should have led, all other things being equal, to a lower gender wage gap in 2015. Sample: Workers employed in the public sector in both years.
However, the average wage dropped by approximately the same amount for both genders, and the unadjusted gender wage gap in the public sector did not change between 2014 and 2015: it stood at about 5.5% in both years. 8 Sample: Workers employed in the public sector in both years.
V. Methodology
The conceptual framework for our econometric specifications and interpretations was a static, multi-sector labor market model in which workers could move between self-employment and public and private sector jobs. The Serbian public sector includes more highly-skilled workers than does the private one and the public/private real wage gap is, positive, all other things being equal.. 9 We assumed that workers had the choice to stay or to migrate into the sector that provided higher expected real wages, even considering implied mobility costs.
Women workers exhibited higher reservation wages than did men, controlling for other factors (age, occupation, etc.) .
A wage cut intervention was applied to the middle and right tail of the wage distribution (wages above 25,000 RSD) in the public sector and was expected to reduce the number of workers who chose to transition to an alternative status (private sector, self-employment, or unemployment/inactivity). The portion of the labor force that left the public sector could have increased the supply of private and/or self-employment labor, creating downside pressures on real wages in these sectors. As a consequence, because the reservation wage was higher for women, they were more likely to move into unemployment/inactivity than were men. This may 8 Previous studies for Serbia showed that the unadjusted gap was much lower in the public vs. the private sector, although the adjusted gaps were almost the same (Avlijaš et al, 2013; Vladisavljević, Avlijaš & Vujić, 2015) . 9 The public-sector wage premium in Serbia stood at 17.6% in 2014, before austerity measures, and at 11.6% after the 2015 wage cut (Vladisavljević, 2017b) .
also have affected retirement decisions among elderly workers. On the one hand, the wage cut reduced the spread between the reservation wage and earned wages. On the other, it also reduced expected savings during a worker's remaining working life, and that may motivate later retirement. Serbian austerity measures, moreover, were characterized by a parallel intervention on the labor market that reduced the retirement allowance. That in contrast, may have discouraged early retirement, rendering the net effect on retirement decisions ambiguous.
Although other austerity measures (public-sector workforce downsizing and early retirement reforms, for example) were introduced simultaneously with the wage cut, they were applied across the entire public sector, regardless of wages. The only salient difference between the treated (wages above 25,000 RSD) and the control group (wages below 25,000 RSD), therefore, was whether or not the wage reduction was applied.
The public sector is composed of state-owned enterprises and the state sector. 10 While full compliance with the wage cut was expected in the latter, compliance in the former was uncertain because state-owned enterprises have considerable autonomy in hiring and in setting pay (World Bank, 2015) . A heterogeneous compliance effect between state-owned enterprises and the central government could pose a threat to women workers if higher compliance were to be identified in the subsector with the highest share of employed women.
Our econometric approach was aimed at identifying the short-term effects of austerity measures on the affected labor force. We first sought to understand whether the wage cut increased the likelihood that women would transition into unemployment/inactivity as we simultaneously explored empirical evidence of early retirement. We then estimated heterogeneity in wage-cut compliance within the public sector with a particular focus on subsectors in which the largest share of women were employed.
The Effects of the Wage Cut on Labor-Market Transitions
After the introduction of austerity measures, workers could stay in the public sector, move into the private sector, 11 or transition into unemployment/inactivity. We therefore tested for transition effects to the j-th labor status in 2015 given subjects' status and wages in 2014. For the sake of simplicity, the following expressions at the individual level omit the i-th's individual index.
We defined an implied random utility that a population of public sector workers from 2014 would remain in that sector or transition to an alternative status in 2015. The implied random transition utility ! " is a function of expected wage-gain differentials, non-pecuniary gains differentials, and mobility costs: 
where N " determines the impact of the wage cut on the probability of transitioning to status j in 2015, given the sample of public workers in 2014 (s '+ = pub) and X = [x′ w '+ ] , which represents the vector of workers' characteristics, including age (and age squared), occupation, regional and settlement effects, sector of activity (industry vs. services), the contract type (temporary vs. permanent), 2014 wages, and time-fixed effects. 12 Vector O " measures the effects of these covariates on 2015 status, while G() is the cumulative distribution function leading to a particular parametric multinomial specification (logit or probit). The N " parameters were hypothesized to be greater than or equal than zero in the presence of wage-cut transition effects.
Heterogeneous Transition Effects
Since women were expected to have higher reservation wages, their likelihood of transition into unemployment/inactivity would be expected to be higher than men's. Similarly, the wage cut might affect early retirement decisions. In order to test these effects, N " is specified as a worker-specific parameter:
where N " ' indicates whether the wage cut had different effects on men's vs. women's choices,
and N "^ whether the effects on the status were stronger for older workers, while N " + and N " ( account for differential effects of gender at different ages.
We corrected for the effects of selection into the public sector in 2014 by estimating an auxiliary probit model for (I>[J '+ = :;< | `]) and using clustered standard errors (regional level)
to account for the potential within-cluster correlation 13 . Based on the multinomial probability specified in equation (2) The list of covariates originally also included household variables: marital status, presence of own children, status of the head of household, number of household members and elderly, and education. These variables were not significant predictors of labor-force transitions, however, and were excluded in order to avoid irrelevant regressor effects and the effects of multicollinearity.
13 In order to test the robustness of our results, we applied the same model but used household level cluster standard errors. The results, available upon request, do not suggest conclusions different from those presented in the results section.
(including self-employment and informal employment), 3) public sector, and 4) other (a residual group that included persons with wages that were zero, missing, or reported as intervals). Our final estimation model was therefore a multinominal sector choice with self-selection effects, estimated following a maximum-likelihood parametric approach (Roodman, 2011) .
Exclusion restrictions require that some variables included in the selection equation (Z) must not be included in the main equation (Wooldridge, 2009) . The choice of the selection variables is based on the literature suggesting that the public sector in Serbia offers lower working hours and higher job security than the private sector (Arandarenko, 2011; Vladisavljević, 2017a) . The presence of children, a larger household size, and advancing age all increase the need for predictable working hours and secure jobs, and these characteristics should therefore shift preferences toward public-sector work. On the other hand, marriage could lower preferences for stable (public-sector) work because individuals can rely on their partners in the event of unexpected unemployment. Because the role of marital status and the presence of children may depend on gender roles, we included interactions of these variables with gender 14 .
The Normative Effect of the Wage Cut on Wages
Workers who remained in the public sector faced a normative wage cut of 10%. If the wage cut would have resulted in earnings lower than 25,000 RSD, wages were not cut but were simply reduced to 25,000 RSD. For wages above 60,000 RSD, the 10% wage cut replaced the so-called "solidarity tax," which amounted to 20% of the difference between the worker's 2013 wages and 60,000 RSD. 15 The different regimes of the wage cut are presented in the Figure 2:
• For wages below 25,000 RSD, there was no wage cut;
• For wages between 25,000 and 27,778 RSD, the wage cut was equal to the difference between the 2014 wage and 25,000; • For wages between 27,778 and 60,000 RSD, the wage cut was set to 10% of 2014 wages; and 14 The selection equation also includes education, age (and its square), and regional and settlement effects. 15 This rule applies to the workers who earned wages up to 100,000 RSD. For workers who earned more than 100,000 RSD, the solidarity tax amounted to 20% of the difference between 100,000 RSD and 60,000 RSD (i.e., 4.000 RSD) and 25% of the difference between the worker's wage and 100.000 RSD. Because the number of subjects in our sample who both worked in the public sector and whose wages were higher than 100,000 RSD was two, and a new cut would need to be formulated for them, we decided to exclude them from the analysis.
• For wages above 60,000 RSD, the wage cut was equal to 10% of 2013 wages (introduction of the wage cut) minus the difference between 2013 and 2014 wages (abolishment of the "solidarity tax"). We first verified whether the proposed wage cut had the expected normative effect on the observed wage change 16 of workers who stayed in the public sector and whether genderheterogeneous effects existed. Here, our econometric specification followed Dubin and McFadden (1984) model (whose properties where studied by Bourguignon et al (2007) ). This allowed us to control for multinominal selection effects to estimate the following model.
16 Both the wage cut and the wage change in the model (5) are presented in real values. We correct the wages from 2015 (which are used for the calculation of the wage change) and the wage cut with the average value of consumer price index (CPI) from 2015. CPI in Serbia is calculated for the territory of the whole country, and no regional inflation rates are available. coefficients) could be heterogeneous effects depending on variables such as gender (if the wage cut was administered differently to men and women) or sector of activity (as the result of differential compliance between the state sector and state-owned enterprises).
The vector of coefficients represents the effects of the change in covariates ∆X:
working experience squared, occupation, sector of activity (industry vs. services), and contract type (temporary vs. permanent). t′u represents time-fixed effects, r 2 s represents the effects of selection into the public sector in 2014 (similar to previous model), and ε is the error term.
Because the parameters of interest of this equation (, " ) were identified from the sample of public-sector workers in both 2014 and 2015, we controlled for sample selection bias by estimating a multinomial switching regression model (Dubin & McFadden, 1984; Bourguignon et al, 2007) . In this procedure, we first estimated a multinominal probit model that predicted the status of each worker in 2014 and 2015. This probability depended upon a set of household and personal characteristics. In each year, a person from the working-age population (20-64) could occupy one of four statuses: 1) inactivity/unemployment, 2) private sector (including selfemployment and informal employment) 3) public sector and 4) other (a residual group that includes persons with zero, missing, and wages reported as intervals). There were sixteen potential statuses for every worker across these two years but, because cross tabulation of labor market statuses for the two-year period indicated low transitions, we simplified the structure and retained only five categories. The first four categories consist of persons whose status did not change between 2014 and 2015, while the fifth category includes all those who transitioned from one status to another between the years.
VI. Results and Discussion
6.1. Table A2 in the Appendix presents the estimates of the multinomial probit transition model (Equations 2 and 3) in which we investigated the effect of the wage cut on the probability of transition from the public sector to 1) private sector or 2) unemployment/inactivity. 17 The model that corrects for selection into the public sector presented in Equation 4 is also presented.
The Effects of the Wage Cut On Labor-Market Transitions
Although the signs of coefficients of exclusion restrictions of the selection equation were as expected, we found no conditional correlation between the multinomial transition outcome and the selection equation. Selection into the public sector thus plays no role in transition probabilities, 18 implying that the multinomial probit model was preferable and that the sample of public workers was random.
Our estimates suggest that the effects of the wage cut in its interaction with gender were significant for women's transition into unemployment/inactivity, but not for their transition into the private sector. The probit estimates presented in the table are nonlinear, however, and include several interaction terms with the main variable of interest-the wage cut-and the coefficients cannot therefore be directly interpreted. To present these results more clearly, we separately calculated marginal transition effects of the wage cut as a function of age for men and women. These results are presented in Figure 3 . 17 The omitted status that served as a baseline in the multinominal probit was no transition (i.e., remaining in the public sector). 18 In Table A2 we present the simplest version of the selection model in which we used two statuses in 2014: public sector and other statuses (private sector, unemployment/inactivity, and other). The robustness check, available upon request, in which we model multinominal selection choice for all four groups yields the same results.
Figure 3: Marginal Effects of the Wage Cut According to Age
Notes: The top panels represent the marginal effects of the wage cut on the probability of transition to inactivity for women (left) and men (right), while the bottom panels represent the marginal probability of transition from public to private sector for women (left) and men (right). Sample: Workers employed in the public sector in 2014.
The results suggest that women workers affected by the wage cut were pushed toward unemployment/inactivity. Figure 3 indicates that this effect applied only to younger women (up to the age of 30) and women close to retirement age (60 and above). The likelihood that the wage cut would lead to a transition into unemployment/inactivity increased up to 10% for younger women and as much as 20% for older women.
A detailed analysis of the transition into unemployment/inactivity for younger women indicates that they largely transitioned to unemployment (two-thirds of the cases) and were mostly childless (three-quarters of the cases). This indicates that young women were more likely to be dissatisfied with their positions after the wage reduction and opted out of the public-sector in search of better-paid positions. A detailed analysis of the situation of older women indicates that their transition was most frequently (in three quarters of the cases) to inactivity (i.e., retirement). As previously noted, austerity measures pushed older women toward retirement (unofficially, as a way of managing the downsizing of the workforce), and the wage cut apparently served as an additional incentive in older women's decisions to retire. The wage cut decreased the spread between the wages of older women workers and their reservation wage and pushed them further toward inactivity. We found no significant transition effects on the men in our sample.
Similarly, we found no statistical evidence of transition effects from the public to private sector for either gender. This lack of significant effects may be explained by the high mobility costs between private and public jobs and the short time span of our analysis (2014) (2015) which allowed us to identify only immediate transition effects. Furthermore, the public-sector wage premium, even after austerity measures were introduced, remained high and was about 11.6% in 2015 (Vladisavljević, 2017b) .
The Effects of Anticipation of the Wage Cut
The wage cut may also have been anticipated before it actually happened. Consequently, we investigated whether similar effects could be observed in transitions that took place between consecutive quartiles during 2014. We estimated the model described in the Equations 2 and 3, on the new panel data, created by merging individual data from the consecutive quarters of 2014, which allowed us to monitor labor-market transitions within this year. The results, presented in the Table A3 and Figure A1 in the Appendix, suggest that anticipation of the wage cut had no effect on transitions from the public sector to inactivity or the private sector within 2014.
6.2.

Effects of the Wage Cut On Wage Change
Workers who remained in the public sector faced a normative wage cut that was articulated in three different regimes according to their 2014 wages (see Figure 2) . The main parameters of interest from the compliance analysis proposed in Equation 5 are presented in Tables 4 and 5 ; the full equations are reported in Appendix A5.
The results (Table 4 , Column 1) indicate that the wage cut had a strong and definite impact on the reduction of public-sector wages. The size of this effect was in line with expectations because confidence intervals for the coefficients suggest they were not significantly different from the expected value of 1. 19 We extended our basic model by putting wage cut variables in interaction with gender. The results show there were no differences in administration of the wage cut for men and women, suggesting that there was no direct gender discrimination in compliance with the wage cut ( Table 4 , Column 2). As more fully explored above, the literature suggests a heterogeneous level of compliance with the wage cut in the state sector vs. in state-owned enterprises. We tested this hypothesis by interacting the wage cut variable with a dummy variable representing state-sector work in 2014. 20 The results suggest that compliance in the case of state-sector workers was significantly higher than it was in state-owned enterprises (for wages between 27,778 and 60,000 RSD; Table 5 , Column 3). The size of the coefficient indicates full compliance in the state sector because the sum of the coefficients for the level and interaction term is approximately equal to 1. On the other hand, state-owned enterprises did not fully comply with the reform (their coefficient was 0.504-significantly lower than 1). Heterogeneous compliance in the state sector vs. state-owned enterprises is probably explained by the greater autonomy of the latter in determining wages and employment levels.
Although women did not directly experience discrimination in the application of the wage cut, the effects fell more heavily on them because they represent the majority of state-sector workers. To test this idea, we investigated the effects of the wage cut separately on sectors dominated by men and on those in which women were the majority, 21 and our results confirm that compliance with the wage cut was higher in women-dominated sectors (the sum of the coefficients is approximately equal to 1). These results can be better understood through descriptive statistics, which suggest that a higher percentage of women worked for under 25,000 RSD, a salary level that was exempted from the reform (Figure 4) . Therefore, the aftermath of the reform should have been a reduction of the gender wage gap in the public sector because a smaller share of women's wages should have been affected by the cut. Instead, we observed no changes in the gap (Table 3 ).
The five selection terms (r
VII. Conclusions and Policy Implications
Our results indicate that the wage cut pushed younger women and women close to retirement age from the public sector and into unemployment or inactivity while no such effects were observed for men. Neither men nor women seemed to transition into the private sector as a consequence of the wage cut. A more detailed analysis suggests that most young women (up to 30 years of age) transitioned to unemployment. Because the majority of these women were childless, we surmised that women with children might have chosen to stay in the public sector rather than transfer to unemployment or search for better work because their readiness to cope with uncertainty in the labor market was low. In contrast, the wage cut increased the transition of older women workers (close to retirement age) to inactivity. Our finding that the wage cut had an effect on older women workers, while having none on prime-age workers, could be the consequence of the interaction of the wage-cut effect with the effect of early-retirement incentives that accompanied austerity measures.
We found greater compliance with wage cuts in the state sector as compared to stateowned enterprises, and we identified no heterogeneous compliance with respect to gender.
Nevertheless, the concentration of women in the state sector implies that women workers were, indirectly, more affected by higher compliance in this sector. From a normative perspective and under full compliance in both state and state-owned enterprises, the reform should have reduced the wage gap between men and women in the public sector because a lower share of women's wages should have been affected by the wage cut. Instead, we observed that there were no changes in the gap as a result of lower compliance in state-owned enterprises as compared to the state sector.
Despite political rhetoric about gender rights in Serbia and the many initiatives, policies, and programs aimed at improving the position of women in the workforce, there is still no practice of conducting a gender-sensitive analysis before new policy measures are implemented.
Because little or no monitoring of the implementation of public policies takes place, we also observed a slight increase in the gender pay gap in the public sector after the implementation of austerity measures rather than a reduction. To keep this from becoming standard practice, it is essential to develop and apply formal procedures for evaluating and monitoring the impact of future policy reforms on wage and income distribution. 
